This study analyzes the impact of different types of dividend declaration, namely stock and cash dividends. Using event study method, MAAR and CAAR, this study found no evidence of abnormal returns on the declaration day for either of the types of dividends. However, significant negative returns are reported on days prior to the declaration day for stock dividend, indicating speculative nature of the investors. Furthermore, it provides positive returns during the post-announcement period as the investors realize the chance of potential gains. However, as far as cash dividend is concerned companies listed under DSE do not provide any significant abnormal returns during the 60 days event window. For CAAR, no significant return is reported for cash dividend, while stock dividend provided a maximum 5.6% abnormal returns during the post announcement period.
INTRODUCTION
ORPORATIONS declare dividend for the benefit of its shareholders. They may either declare cash dividend or stock dividend. As it is with the objective of the corporations to increase the share holders' wealth, they declare dividend as a part of the income to them beside capital gain they achieve through appreciation of the prices of their stocks. When cash dividends are given the share holders directly benefit from the cash income as part of their cash income after taxes are deducted from it. On the other hand when stock dividends are declared the shareholders of a company may keep the shares and hope that the company will be able to utilize the money not paid out in cash dividend to earn a better rate of return in the future. They may also sell some of their new shares to create their own cash dividend which are basically tax exempted. However, as a result of the dividend declaration, the question arises on its effects on the capital gain (or loss) measured by the share price appreciation (or depreciation). The earlier studies on Dhaka Stock Exchange found that dividend does not add values to the investors as far as cumulative returns are concerned. However, studies done by previous authors did not distinguish the effects between cash and stock dividends. Study done by Rahman & Amin (2009) on DSE found that positive returns are reported prior to the dividend announcements irrespective of the nature of the dividends due to speculative trading and insider information regarding the announcements. Using the Cumulative Average Abnormal Returns (CAARs) attributed to the announcement the study also concluded that the investors loss up to 7% of their invested capital. The authors also recognized that the returns are highly volatile around the announcement date and suggested a study may be conducted to analyze if the declaration of stock dividend in isolation results in any gain to the investors. The dividend irrelevancy hypothesis proposed by Modigliani and suggests that dividend does not have any impact on the value of the companies. However, the studies done on many markets around the globe show mixed findings. This study is aimed to identify whether stock dividends has more impacts on the share prices than that of the cash dividends using the data of a promising emerging market-DSE.
EMPIRICAL EVIDENCE AROUND THE GLOBE: A SURVEY OF THE EXISTING LITERATURES
A good deal of studies has been undertaken on both the developed and the developing countries. The impacts of cash and stock dividends on the share price returns have been mixed in those markets. These findings to a great extent either support the dividend irrelevancy theory or provide other explanations for the reasons of the dividends declared. A summary of those findings may include the followings. Yu Qiao et al (2001) found a positive statistical relationship between the dividends and mix dividend policies of firms on the stock market. However the study found the market was not sensitive to cash dividend. Wei Chen et al (1999) , Empirically analyzed the dividend policy of the companies listed in shanghai stock market by using cumulative abnormal return (CAR). It tried to see whether there is any evidence of existence of the signaling effect of dividend policy in this market and also to find its characteristics, if exists. This study showed that the degree of CAR was very much different arising as a result of different dividend policies. The CAR of right issue was found to be higher than that of cash dividend Cash dividends and stock dividends have been argued substitutes for one another. As discounting a dividend payment would likely produce a negative market reaction, firms usually issue stock dividends rather than paying out cash dividends that might lead to a cash shortage for internal use. Ghosh and Woolridge (1985) find that issue of stock dividends can mitigate the negative market reaction due to reduction or omission of cash dividends, which provides evidence for the cash substitution hypothesis. Modiglian and Miller (1961) argued that dividend policy has no effect on either the price of a firm's stock or its cost of capital, in a perfect world, the dividend policy is irrelevant to shareholders wealth. This proposition has laid solid theoretical foundation for the dividend policy. After that, economists have offered explanations for dividend declaration in different ways including such effect as taxes, dividend signaling, agency cost issues and transaction cost. Foster and Vickrey (1978) report that stock dividend issues generate positive abnormal returns on the declaration date rather than on the ex-date and that the size is not a determinant of market reaction, which primarily supports signaling function of stock dividends. Black, Fischer (1976) found that, In addition to cash dividend and stock dividend, several mixed types of dividend payment are given apart from cash dividend and stock dividend such as mix of bonus issues and dividend, mix of rights issues and dividend. Fung and Leung (2001) proved that reinvestment by plowing back earnings should be viewed positively; it is a good investment approach if there are profitable opportunities in firms. If firms indeed have good investment prospects, shareholders prefer stock dividends in order to preserve cash for investments; seasoned equity financing is not readily available for future funding needs because of regulatory constraints. Thus the underdevelopment of china's financial market implies that rational Chinese stockholders would generally prefer stock dividends to cash dividends. However, in contrast, Huang and fung (2004) found that if dividend policy serves as a signal to the market, firm value (price) will change as a result. Price appreciation will not translate into financial gains for the controlling stockholders whose shares cannot be traded through the stock exchanges. Thus, they would prefer cash dividends to realize an immediate financial gain. Therefore, from the above literature we would find that the firms pay out dividend both in cash and stock and there are several hypotheses explaining the reasoning for the preference of the type of dividends. Those hypotheses are Signaling Effect Hypothesis, Retained Earning Hypothesis, Tunneling Hypothesis, Liquidity Hypothesis or Cash Substitution Hypothesis, Tax Effect Hypothesis, Agency Cost Hypothesis, and Transaction Cost Hypothesis.
DATA COLLECTION AND METHODOLOGY

SAMPLE DESIGN AND DATA COLLECTION:
The study is based upon a sample of 16 firms which declared only stock dividend and 23 firms which declared only cash dividend for the period of 1 January 2007 to 31 December 2007. The reason for choosing the year 2007 as the sample of the study is that it is considered to be one of the most stable years in the political history of Bangladesh which more often than not influence the stock market and other macroeconomic variables of the country. The date of dividend announcement was collected from www.biasl.net and the data on the stock prices were collected from the DSE archive. A list of the selected companies together with their announcement dates and rate of dividend declared has been provided under appendix A1.
SELECTING THE EVENT WINDOW:
For an event study selecting the right window is very important as other variables might affect the dependant variable concerned if the window is too long in duration.
On the other hand, if the window is too short, the effect of an event may be incomplete. For the present study the authors have considered 61 days event window appropriate for analysis. For the study the returns on the announcement day, returns on 30 days prior to the announcement day, and returns on 30 days after the announcement have been considered for analyzing the cumulative average abnormal returns. 
RESEARCH DESIGN
Where, t = -30, -29…………+30
After computing the abnormal returns for all securities in the sample, the cumulative abnormal returns (CAR) are calculated to measure the total returns over the concerned period. The CAR is computed using the following formula:
is the cumulative abnormal return from day l to day j, which refers to the starting day -30 till the day up to which the CAR is calculated, here ranging from -30 to +30 surrounding by the announcement day.
TESTING OF ABNORMAL RETURNS
For testing the significance of abnormal returns three types of t-tests are used (Saens, Sandoval 2005) , namely the standardized t-test, cross-sectional t-test and the portfolio t-test. However, the study conducted by Saens and Sandoval on the Chilean Stock Market using daily stock returns concluded that the use of standardized t-test is always more effective in detecting the presence of abnormal return than the cross-sectional and the portfolio ttests, even in the presence of non-normality of security returns. 
Where, T is the number of days in the estimation period for security i. 
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The standardized t-test for abnormal return on the event day will then be: T is used to test if the expected value of the average cumulative standardized abnormal return is different from zero over the period from l to j. The above standardized t-tests assume that the individual returns are cross-sectionally independent and identically distributed. By the Central Limit Theorem, the standardized t-test converges to unit normal under the null hypothesis of no abnormal return. For our analysis a 90% level of significance will be used for accepting (or rejecting the null hypothesis).
ANALYSIS AND FINDINGS
COMPARING MARKET ADJUSTED ABNORMAL RETURNS (MAAR)
Comparison between the market adjusted average abnormal returns (MAAR) for stock dividend and the MAAR for the cash dividend is shown with their respective t values with n-1 degrees of freedom (n=16 for stock and n=23 for cash). The findings have been reported under the table-1. This indicates that the market adjusted average abnormal returns attributed solely to the dividend announcement day is statistically insignificant for both stock and cash dividends. Thus, it is evidence that there are no differences in the impact of cash or stock dividend as far as the announcement day is concerned. However, the significant negative returns for equity dividend prior to the announcement day (such as day-23, -18, and -13) indicate speculative nature of the investors' behavior. As it is with the nature of weak form efficient market to predict the returns around an up coming event, the rumors and hearsay dominates the market. It is also possible that the news has been leaked out earlier resulting in the negative effect of the event. In such a case the negative returns associated prior to the announcement justify that the speculators are in action with negative news about the announcement. On the other hand positive returns for stock dividends are reported after the announcement, (such as day 9, 12, 22) indicating positive attitude during the post announcement period. The positive returns could be attributed to the lag between the announcement day and the record day. As the record day becomes nearer, the stock indicates some positive returns, though the length of the lag may vary for A, B or Z categories of companies as far as the DSE is concerned. Therefore, the investors in general shows more positive attitude towards stock dividends rather than cash dividend. As far as cash dividend is concerned, there is no significant returns exist as a result of cash dividend declaration. Furthermore, the negative MAAR (though not statistically significant) on the declaration day may indicate the investors unfulfilled expectation for stock dividend. A side by side presentation of the graphs of MAAR for both the cash and stock dividend would represent a clear picture for us to analyze. The following figure shows how they differ from each other surrounding the announcement date.
Insert Figure 1 here 
COMPARISON BETWEEN CUMULATIVE ADJUSTED ABNORMAL RETURNS (CAAR) OF STOCK AND CASH DIVIDENDS
The behavior of CAAR indicates a surprise finding with regards to the stock dividends. Continuous negative returns have been reported since 23rd day prior to the announcement. This continues even up to the 2 days after the announcement day. It is further evidenced that if anybody holds a share up to the announcement day, he/she will incur a significant loss of 0.90%. However, the market bounces back with positive returns immediately and significant positive returns are reported for 2 days immediate after the announcement and again continue to with positive returns from the 9th working day and beyond. The highest CAAR of 5.61% is reported on the 12th day after the announcement, which also coincides with the significant positive MAAR of 1.72% on that day, as the record day for entitlement of the dividend approaches nearer. The above findings would like to conclude that the record day plays a very important indicator for realizing the abnormal returns for stock dividend. On the other hand, for cash dividend, though positive returns exist immediately prior to the announcement date, they are statistically insignificant. Once the rumor and speculation regarding the dividend announcement subsides, immediately after the declaration day statistically insignificant negative returns are reported. A side by side representation of the CAAR under the same graph indicates the contrasting scenario for the returns attributable to cash and stock dividends as presented under the figure 2.
Insert Figure 2 here
CONCLUSION AND POLICY IMPLICATION
This study intended to analyze if declaration of stock dividends has more impacts on the share prices than that of the cash dividends. It used event study method to identify if there is any gain solely attributable to the dividend announcement using the Market Adjusted Average Abnormal Returns (MAAR) and Cumulative Average Abnormal Returns (CAAR). Using standardized t test and at 90% confidence level this study found that there is no evidence of abnormal returns on the declaration day for both stock and cash dividends. However, significant negative returns for stock dividend have been observed prior to the announcement day (such as day-23,-18, and -13) which indicates speculative nature of the investors' behavior in DSE. Positive returns for stock dividends after the announcement, (such as day 9, 12, 22) could be attributed to the lag between the announcement day and the record day. Therefore, the investors in general shows more positive attitude towards stock dividends rather than cash dividend as far MAAR is concerned. As far as the CAAR is concerned continuous negative returns are observed since 23rd day prior to the announcement till the 2 days after the announcement day and if anybody holds a share up to the announcement day, he/she will incur a significant loss of 0.90%. However, it is surprising that the market provides cumulative positive returns from the 9th working day onward for the selected event window. The highest CAAR of 5.61% is reported on the 12th day after the announcement, which also coincides with the significant positive MAAR of 1.72%. The above findings would like to conclude that the record day plays a very important indicator for realizing the abnormal returns for stock dividend. As far as CAAR for cash dividend is concerned no significant abnormal returns are found under the present analysis. The above finding proposes an interesting policy to the investors who are willing to invest with the companies listed under the DSE. It suggests that the investors should hold their shares after the announcement when the companies declare stock dividends and sell them on 12th working day for maximizing their abnormal returns and if the companies declare cash dividends the investors would not earn any abnormal returns from their investment. 
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